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Chinese Communist Industrial Production

‘I. Introduction

iaking to heart Lenin's admonition that only through industrialization could China
become a socialist state,ivf the Chinese Communists made the development of heavy .
industry the core of their First Five Year Plan (1953-1957). The rapid growth of
heavy industry was to pfovide the material base for national defense, for the well-
being of the people, and for still further increases in industrial capacity. The
goal of industrialization soon became identified with over?aking Great Britain in the
absolute level of industri%l production. In }958, Qith the optimism of the "leap
forwaxrd," the Chinese expected to achileve their goal in 15 years. More recently
they have sald that it may take from 30 to 50 years, but the goal 1s the same:

o
To convert China, step by step, from a backward, agricultural
country into an advanced, soclalist, industrial state. L/

This paper will present an independently constructed index of total industriasl

production in Communist China for 1949-1965. Although data on the output of specific

“thes e _'«‘k'm s

-military items were not available, ’ had to be inclgded in the index
by imputation, because the weights could not be adjusted satisfactorily to exclude
military production. Because most military production is concentrated in the metal
procgssing industry, the assumption implicit in the construction of the index is
that the military component of the metal processing industry grew at the same rate as

the civilia%'component. However, 1f the welght for the metal processing industry
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could have been adjusted, the rate of growth shown by the resulting index of eivilian
industrial prcduction would have been lower than that of the index presented iﬁ this
paper. On the other hand, if military production could have been included explieitly,
the Indexes for the metal processing industry snd for total indus?rial production both
would have been raiszed.

For the years 1949 to 1959, the index was calculated by weilghting data on the
Physical oubput of final products in three stages. In the first stage, the physical
output series were grouped by branch of i?dustry and weighted by thelr respective
prices. In the second stage, to form an index for industry as a whole, the resulting
indexes Tor individval branches of industry were weighted by estimates of the values
added that were computed from the relative shares of the wage bill paid to industrial
workers.A In the third stage, an index for total industrial production was calculabed
from the igdex for industry and a separately calculated index for handicrafts.
Because data on the eafnings of handicraft workers were not available, an estimate of
the values added by industry and handicrafts was defived from Chinese Communist data
for the net vaiue,of total. industrial production.

For the years 1960 to 1965, because handicraft production could not be separated
from the production of industrial enterprises and because the number of physical output
series‘was greatly reduced, separate indexes could not be calcuiated for individual
branches of industry or for industfy and handicrafts. An index for total industrial
production was célculated by veighting the series for which estimates of physical

-2 -
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output were available by their respective prices and adjusting the resulting index
for the difference between its rate of growth and that shown by the Index of total
industrial production fér the years 1953-1957.

The index is more reliasble for the years 1O49-1957 than it is for the years 1958-
1965, Tﬁrough 1957, the data on which the index is based are reasonably accurate
and their coverage is sufficiently broad for the index to be used with confidence.
For the years 1958-1959, although allowances were made for %he deterioration in the
qua;ity of the items produced and for the %endency of éfficial sources to exaggerate
achievements in production, there may still bé a small upward bias in the index. For
the years since 1960, however, the index should be regarded as providing only a general
indication of the trend in industrial production, because the estimates of physical
output are subject to a wider range of error and because the size of the sample is
greatly reduced.

My index of industrial production for Communist China is less reliable than
indexes for Western European countries and is also less reliable than indexes constructed
by Western scholars for other communis® couhtries. Because of the large body of data
made available by highly Qeveloped statistical reporting systems, and because of the
detailed analytical work that has been done, the indexes for th§se countries reflect
accurately the growth of industrial production. My index for Communist China may not
even be as reliéble as the indexes for many of the less developed countries. Because

-3 -
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.of problems in statistical reporting in the less developed countries, individual
output geries may be no more accurabe than those for China, but more complete coverage
means that the indexes probably reflect the growth of industrial production more
accurately than my index reflects the growth in China.

The growth of industrial production in Communist Chiﬁa, as measured by the index
described above, is discussed in Bection Il. As an aid to the evaluation of the index,
comparisons are made with the growth of industrial production in other countries in
Section IIT and with two other independently constructéd indexes of Chinese industrial
production in Section. IV. Finally, the prospécts for the growth of industrial
production during the Third Five Year Plan (1966-1970) are discussed in Section V.

. | . | | .
The index is described in detail in Appendix A, the principsl sources of data on the
production of industrial commodities are discussed in Appendix B, and alternative
estimates of pﬁysical Qutput for those commodities used in the construction of the

index for the years 1960 to 1965 are bresented in Appendix C.
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IT. Summary of the Growth of Industrial Production

Industrial production in Communist China, as measured by the index presented in
this baper, grew rapidly during the years 19H9-1965, at an average annual rate of
1l percent, but the differences from year o year and by branch of industry were
extreme. My index and the official Chinese Communist index for total industrial
broduction, industry, and haﬁdicrafﬁs are shown in Table 1. The average annuai rates
of growth for individual branches of industry for the years 1950-1952, 1953-1957, and
1958-1959 are presented in Table 2; and the structure of industrial production in
l9h9, 1952, 1957, and- 1959 is presented in Tagle 3. It was not possible to calculate
the rates of growth by branch of industry or the structure of industrial production
for the years since 1959 because of the lack of data.

A. Economic Rehabilitation, 1949-1952

During the peripd of economic rehabilitation (1949-1952), my index shows that
industrial production more than doubled, growing at an average annual rate of 27 percent.
This rapid rate of growth was characterized by large increases in employment, but
little‘or no growth in the net value of fixed capital assets. The capacity damsged by
the war or lost through the Soviet removal of equipment from Manchuris, in 1945 was
repaired or replaée@ and put back into operation, and supplies of raw materials were
improved. In@ustry grev at an average amnmual rate off 35 percent and handicrafts at

8 percent.
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Table 1

. Indexes éf Industrial Production in Communist China
1949-1965

_ : 1956=100
Field Official a/ -
Total Industry Handicralts i Total Industry - Handicrafts

1949 27.2 21.8 56.9 19.9 18.4 27.7
1950 3k.3 29.0 6.2 27.2 2h,0 43,2
1951 k5.6 hi.2 70.2 37.5 3kh.5 52.5

- 1952 56.1 53.1 72.3 , 48.8 k6.1 62.5
1953 T0.2 65.2 97.9 63.5 60.6 77.9
1954 80.2 76.0 103.7 . T73.9 T70.8 89.4
1955 80.7 78.8 91.2 78.0 76.3 86.5
1956 100.0 100.0 100.0 100.0 ©100.0 100.0
1957 109.4 111.0 100.2 1114 110.8 114.3
1958 143.8 149.8 110.2 185.2 - -
1959 181..6 192.4 121.3 257.9 b/ -— -
1960 188.5 - , - 332.3 ¢/ - ' -
1961 12h,5 - - - - --
1962 109.6 - - - - -
1963 120.7 -- - 18k.0 ¢/  198.7 ¢/ 110.7 £/
1964 13%.9 - - 211.6 g - , -
1965 147.6 - - - 234.9h/ - --

a. State Statistical.Bureau, Jen Great Years, Peiping, 1960, pp. 87 and 9%, except
as noted. ' .

b. Press Communique on the Growth of China's National Economy in 1959, Peiping, 1960,
p. 1. :

¢. Planned. Li Fu-ch'un, "Report on the Draft Plan for 1959," Jen-min Jih-pao
(People 's Daily), March 31, 1960.

d. Derived from the statement that the gross value of handicraft output was about

10 percent of the gross value of total industrial production. See "Consolidate and
Enhance Handicraft Cooperatives in Order to Actively Develop Handicraft Production,™
editorial, Jen-min Jih-pao (People's Daily), October 27, 1963. For the gross value of
handicraft output, see f, below.

€. Derived from the gross value of industrial output, which is the difference between
the gross value of total industrial broduction and the gross value of handicraft output.

f. Derived from the statement that the gross value of handicraft output was more than
I times that of 1949. See T'ien P'ing, "Great Changes in the Handicraft Industry in
the Past Fifteen Years," Ta-kung pao (Impartisal. Daily), October 9, 1964. For the gross
value of handicraft output in i§49, see a, above,

&. Derived from the 15 percent incresse reported in Chou En-lai's specch to the 1st
Session of the 3rd National People's Congress on December 21-22, 196k, See American
Consulate General, Hong Kong, Survey of China Mainland Press, No. 3370, January 5, 1965.

h. Planned. Derived from the planned increase of 1l percent, See Ibid.
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Table 2

Average Annual Rates of Growbh of Industrial Production, by Branch
150~ 1952, 1953-195 7, and 195%-1957

1950-1952 1953-1957 1958-1959
Total industrial production 27 i - 29
Industry ' 35 16 32
Eiectric power 19 22 L6
Coal 27 1k - k1
Petroleunm _. A 53 27 . ‘ 59
Perrous metals 110 31 L
Metal processing 43 19 | : 39
Chemical processing 60 26 ' 4o
BmiZLding= materials N 63 . | 19 34
Timber . 28 ' 20 ' 22
Paper 51 20 33
Textiles 36 9 o6
Food | 22 12 15
Handicrafts ‘ 8 T 10
-7 -
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Structure of Industrial Production in Communist China 9_/

1949, 1952, 1957, and 1959

Percert of valve- w‘u(p(

1949 1952 1957 1959

Total industrial production _—1139-_ _3‘9__.9_._ 10?_2 ‘ 100
Industry 68 8o 86 920
Electric powver 2 . 1 2 3
Coal 11 11 11 13
Petroleum . Negl. 1 _ 1 1
Ferrous metals 1 3 6 7
Metal processing 9 13 16 19
Chemical pr.ocessing 1 2 3 3
Building materials _ 3 ‘ T 8 9
Tinber : 5 _ 5 6 5
Paper 1 1 1 1
Textiles 16 20 15 15
Food h 20 17 ) 16 - 13
Handicrafts 32 20 1k 10

a. Because of rounding, components may not add to the totals snown.
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Within industry, the rates of growth ranged from 19 percent in the electric

pover industry to 110 percent in the ferrous metals industry. The branches of industry
producing industfiél méterials, such as ferrous metals, chemical processing, and building
materials, had the highest rates of growth. These branches were followed by the metal
processing industry and then less closely by the fuels and the light industries,

Although the growth of the fuels and light industries was relatively slow, the rates
achieved were quite high.

There are no reliable indexes of industrial production by branch of industry
for the pre-Communist period-with which my Indexes for the period of economic recovery
can be linked, but the'producﬁion of key industrial commodities may be used as a
rough measure. A comparilson of.the rates of growbh shown by individual branches of
indusfry for the years 1950-1952 and the percentage decline in the production of key
commodities from their peak to the level of output ac£ieved in 1949 shows an inverse
relationsghip. It is clear, therefore, that the rapid growth of total industrial
production in this period represents a return to previously achieved levels of
output rather than a growth in‘the productive capacity of industry and that the
differences 1n the rates of growth shown by individual branches of industry are
closely related to the extent to which production had fallen from the pre-Communist

peakilevels.

B. The First Five Year Plan, 1953-1957

During the First Five Year Plan (1953—1957), industrial production is estimated
to have doubled again, reaching a level more than four times that of 1949, but the

-9 -
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rate of growth was slower and less steady than it had been during the pericd of
economic rehabilitation. Although averaging 1k percent, ﬁhe annual increases ranged
from lesé than 1 percent in 1955 to 25 percent in 1953.

The large increase in ouﬁpuﬁ in 1953 resulted from a 9 percent increase in
the net value of fixed capital assets'and an incréase of 16 percent in the average
number of workers. The relatively slow growth in capital assets and the rapid growth
in employmenp, however, are more typical of the period of economic rehabilitation

i

that they ar; of the rest of the First Five. Year Plan, vhen capital assets increased
at a rate iﬁ excess of 20 percent annually, but employment increased at only 7 percent.
These data, together with fragmentary data on the continued increase in the intensity
with which existing capacity wasfused, indicate that the large increase in output
achleved in 1953 was a continuation of the rapid growth achieved during the period
of economic rehabilitation and tend to suggest that the pre-Communist peak level of
production was not reached until 1953, Because 1953 was really part of the period
_of economi.c rehabllitation, the average annual rate of gfowth of 12 percent achieved *
during the years 195L-1957 15 a better measure of industrial growth in Chins than
the rate for the First Five Year Plan as a whole.

During the five year period, industry grew at an aversge annual rate of 186

percent and handicrafts at a rate of 7 percent. Within industry, the rates of growth

- 10 -
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|

for individusl branches were lover snd the range in the rates was narrover than it

had been during the period of rehabilitation)varying from 9 percent in the textile

industry to 31 percent in the ferrous metals industry., The general pattern of the

rates of growth shown during the First Five Year Plan was much the same as it had
\

been during the period of recovery, the most marked chenge being the relative

Improvement in the rates bf growth shown by the fuels industries.

Different factors determined the general pattern of growth in the two periods.

!
i

Whereas thelrelative rates of growth during the period of rehabilitation had been
determined largely b&»the extent to which the disruption of production has been
repalred, the pattern of growth during fhe First Five Year Plan was the result of
investment poliéy-decisions made by @he Chinese Communist regime. Since the regime
decided to adopt the Soviet model of industrialization and concentrated investment
in heavy ihdustry, heavy industry quite naturally grew more rapidly than light.

C. The Leap Forward, 1958-1960

During the "leap forward" (1958-1960), the average annual rate of growth in
Industrial production surged to 20 percent. This growth was accompqnied by a massive
increase in industrial employment and by mass emulation campalgns réquiring an
intensity of work that could not be maintained, The rate of growth dropped from 31
percent in 1958 to 26 percent in 1959 and only 4 percent in 1960.

- 11 -
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Most of the growth in industrial production during the years 1958-1960 would
have occurred, even without a "leap forward." The acceleration of the exigting
industrial construction brogram during 1958 and 1959 resulted in large additions +o
capaclty and a rapid growth in the net value of fixed capital assets. Fér example,
of the 921 majbr industrial construction projects started during the First Five Year
Plan, 428 were completed and. in normal operation by the end of 1957, and 109 went into
prartial operation. g/ But in 1958 alone, a large nﬁmber of new construction projects
were started and 500 were completed. §/ Merely putting thesé nev plants into operation
would have been enbugh to guarantee China substantial gains in industrial production.
The true accomplishments in industry during these three years, therefore, were achieved
in spite of the excesses of the "leap forward".

In 1958—1959, industry grew at an average annual rate of 32 percent and
‘handieraftﬁ at 10 percent. Within industry, the rates of growth were nearly as high
as those achieved during the period of' economic rehablilitation, but the range vas not
as wide. The highest rate of growth was shown by the petroleum industry, which grew
at 59 percent,. and the lowest wa.s sh§wn by the food industry, which grew at 15 percent.
'The most striking change in the pattern of rates of growth shown by the individual
branches of industry was the rise in the position of the fuelsindgstries. Ranking the
branches of industry by the rates of growth shown during the period of rehabilitation,
* “the Flrst Five Year Plan, and the "leap forward," it can been seen that the petroleum
industfy rose from fourth place in 195041952 to become the fastest growing branch of

- 12 -
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Industry during the "leap forward". The electric pover industry rose from eleventh
place to second, and the coal industry rose from ninth to third. Thus, the fuels

industries became the three fastest groving branches of industry.

D. Recovery ang Readjustment, 1961-1965
Total industrial production fell sharply in 1961 and continued to fall, although

. Q.EOVQ, buf
less sharply, in 1962. Production in 1962 was slightlyu the level of 1957,\[‘ only

A
about 60 percent of the peak reached in 1960. After the withdrawal of the Soviet
technicians in mid-1960, the Chinese found they could not operate many of the key
industrial plants thét had been built as Soviet ald projects and were forced to close
them down. Tn 1light industry, the levels of output achieved during the "leap forward"
could not be maintained because of the failure of agrieulture to supply needed raw
materials. Even without these blows to the eéconomy, however, the dislocation of
industry, the exhaustion of the labor force, and the crisis in the food supply would
Probably havevbeen severe enough té cause the collapse of the "leap forward".

With the adoption of more pragmatic poiicies in 1962, industry began to recover.
In each year since 1962, total industrial broduction has increased by about 10 bercent,
reaching in 1965 g level slightly higher than that of 1958. mThig growth, however? has
been achieved by the gradual re-employment of capacity that had. been installed during
or prior to the "leap forward" rather then by the addition of new productive capacity.
Because almost all idle capacity has now been Put back into production, and because
Tew capital construction Projects have been undertaken since 1960, further increases in

output will be more @ifficult to achieve then those of the 3 years, 1963-1965.

- 13 -
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The number of output series avajlable for the years since 1960 is not large
~enough to permit estimates for indivi@ual branches of industry, but the series do
indicate the general pattern of growth. The output of primary energy is now about

the level of i958, but iﬁ is still far below the peak level of 1960. The-relative
importance of the various sources of energy has changed. vAlthough coal still provides
the bulk of the primary energy, it has declined in relative iwportance. In 1957 coal
supplied 95 percent of all primary energy, but in 1965, it supplied only 91 percent.
Pgtroleum ha% risen from 2 percent in 1957 to 6 percent in 1965, and Qater power has
remained at gbout 3 Qercent.

By far,the_most spectacular performance in the field of industrial meterisls
has been shown by the chemical processing indﬁstry. The output of chemical
fertilizer in 1965 was more than five times that of 1957 and nearly double the
previous peak level of 1960, and ﬁhe Chinese claim that by 1963 the chemical processing
industry had become the fourth largest branch, having risen from seventh place in
1952, ﬂ/ The output of most industrial materials, however, ig not yet back to the
peak levels of 1959 or 1960. The output of crude steel in 1965 was sbout equal tp

“the volume of usable steel produced in 1959, and the output of cement and timber were
at about the levels of 1958.

There are not sufficient data to make a precise estimate for the metal
"processing industry. Output is certainly well above the level of 1957, but has probab;y
not yet reached the level of 1958. Output mey be on t@e order of 30 to 40 percent.

- 14 -
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greater than that of 1957. On balance, the output of heavy industry as a vhole in
1965 had not yet reached the level of 1959, although it probably exceeded the level
of 1958.

The level of output in light industry has recovered more slowly than heavy
industry, because of the failure of agriculture to provide sn adequate supply of
raw materials. The output of paper in 1965 was aboul 25 percent above the level of
1957 but still nearly 10 percent below that of 1958. The output of cotton cloth was
less than 80 percent of the output achieved in 1957. Although the output of woolen
and silk cloth has recovered more rapldly than that of cotton cloth and may be
approaching peak levéls, the textile industry as a whole ls probably still below the
level of 1957, because of the importance of cotton cloth. The food industry has
recovered more rapidly than the textlle industry. The output of sugar has already
exceeded the.previous peak level achieved in 1959. Sugar, however, is not typical
of the food industry as a whole. The aggregate output of the food industry is
certainly above the level of 1957 bul has probably not yet reached the level of 1958,
On balance, the output of light industry as a whole in 1965 was probably only slightly

higher than the level of 1957,

- 15 -
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TIT. A Comparison with Industrisl Production in Other Countries

To piace the Chinese accomplishment in perspec@ive, the average annual rates of
growth of industrial production in Commmist China are compared with those of ﬁhe
Soviet Uhion,vJapan, and India in Table h. The rate of growth achieved by Japan over
the last 16 years (to 1965) is considerably higher than the rates of growth shown by

. the other three countrieé. Surprisingly, Communist China had the secohd highest rate

of growth, exceeding slightly that shown by the Soviet Union. By far the lowest rate

i

of growth of  these four countries is that shown by Indis.

The rates of growth for the postwar period, however, are not satisfactory indicatqrs
of the relative performance of industry in these four countries)in part because of
differences in the extent to which they had recovered from.wartime(damage. In 1949,
for example, the level of production in Communist China was probably lower than it had
been at any time since the early 1930's, whereas the Soviet Union had already regained
its previous peak level of output. It is clear, therefore, that the average annual
rate of growth shown by Chinese industry only exceeded that of the Séviet Union
because of the very large increases in output achieved during the period of economic
rehabilitation.

For this reason, the rates of growth for prewar to 1965 are also shown in Table k.
Over this longer period, the rates of growth are slower, their range is narrowver, and
“their ranking is changed. he Soviet Union shows that highest rate of growth, followed
closely by Japan, with Chine and India trailing. The two lgtter countries show almost

the same rate of growth.

. : - 16 -
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Table 4

Average Annual Rates of Growth of Industrial Production
for Selected Countries g/

Soviet Union Japan Communist China

Indis

1949. to 1965 9.6 14,9 - 11.2
Prevar to 1965 6.4 v/ 5.6 b/ bhoef

Year in which previous

peak was regained to 1965 9.6 4/ 13.8 ¢/ - 6.h ¢/

6.5
h.2 p/

6.7 g/

e

Calculated from the data in Table 1o,
Initial year 1937.
Initial year 1933.
Initial year 1949.
Initial year 1955.
Initial year 1953.

Initial year 1951.

- 17 -
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The changes in the rates of growth that result from the inclusicn of the brewar
period are strongly affected by the wartime experience. Industrial productidn in
the Soviet Union, which reached its peak level in 1940 or 1941, had fellen to about
one half of its peak level by 1945, Tndustrisl recovery, however, was rapid and
ouvtput had regained its peak by l9h9.' In Communist China, the pesk level was probably
not reached until 1943 or 194k, a time when the Jspanese controlled most of the
Important industrial facilities. Producfion collapsed in 1945 and conbtinued to
decline duripg the period of the civil war, probably falling to 40 percent of its

j .

peak in i9h9i After the restoration of beace -and order in 1949, industrial production
recovered very rapldly indeed, regaining its peak level by 1953,

The Japanese experience was even more extreme than that of China. Japan reached
a peak in 1941 and remained at about that level through 194l Becaﬁse of the damage
and severe curtailment of imports of raw materials sustained during the last two years
of the war, production in 1946 plummeted to only cne fifth of its peak level, _Not
only was the decline greater than that in the Soviet Union or China, but the rate of
growth dufing the period of recovery was slower and more erratic. dJapan did not
regain her peak level of production until 1955. The pattern of change in India is in
marked contrast to that of the other three countries. Industrial production in
India . remained virtually unchanged between 1940 and 1950. There wag g slight decline
"in output in 1946 and 1947, but output in 1947 was only 12 percent below the peak
level of 1945,

- 18 -
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In en attempt to allow for the differing impact of the war on the growth of indus-
trial production in these cduntries, the average annual rates of growth have also
been calculated for the Period covering the year in which the previous peak level
vas regained through 1965.‘ These rates of growbth are more typical of the recent growth
of industrial production than those for prevar to 1965 or for 1949-1965. The rates
of growth are as high es those for 19h9—l965 and the range is as wide, but the upward
blas due to the inclusion of the large increases in Chinese industrial production
during the period of economic rehabilitétion is removed.

Because a comparison of the pattern of change in the rates of growth from year to
year 1s also of interest, the indexes of industrial production arevplotted in Chart 1.
The chart shows that the growth of industrial production in Japan and India has been
sustained and quite steady. The growth of industrial production in the Sovfét Union
has also beeF sustained, but the rate of growth has been declining. The growth of

industrial production in Communist China, however, has been very erratic.

- 19 -
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Chart 1
The Growth of Industrial Production in Selected Countries
1949-1965
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IV. A Comparison with Other Indexes of Chinese Industrisl Production

The growth of industrial prodgction in Communist China has been meésured in two
other studies. One of these was prepared by Chao Kang. §/ Chao constructed an index
for the yéars 1949-1959 uéing the same type of weighting system that is used in the
index presenbed in this paper. The other study is part of a larger work by LiuvTa-
chung and Yeh Kung-chia, who made estimates of value-added for the years 1933 and
1952—1959. é] The rates of growth for total industrial production during the First
Five Year Plan (1953—1957) as measured by‘ﬁhe indexes presented in these two studies
are very similar to that shown by my'index. A detailed comparison of the indexes,
however, shows thal the similarity in the rates of growth is due to compensating
differences in concept, in coverage, and in estimateé of physical oubput.

One of the differences between my index and the Chao index is in qpverage. Chao's
index’includes two branches of industry not included in my indexi the nonferrous

" dai !)u vse comwiod ties”

metals and themw‘> o |7/ industries. Ancther difference in coverage is

that my index includes the entire metal brocessing industry, but Chao's includes
only machine building, one of the three subbranches of the metal processing industry.

A second difference is in concept. Chao uses the largest possible sample to measure
the rate of growth, vhereas I exclude series for intermediate p?oducts consumed largely
within the branch of industry in order to make the individual branch indexes approximate
value-added as closely as possible. In the ferroug metals industry; for example, T
used only the output series for rolled steel, although data were available for the

production of iron and manganese ore, pig iron, and crude steel.

- D01 -
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Another differcnce is in estimates of physical output. Chao'’s index for the‘
timber industry, for example, is derived from his estimates of the amount of timber
cut, but his estimates understafe the rate of growth in output because his figure
for 1952 includes the timbér cut by all timber enterprises, ﬁ/ vhereas his figures
for 1955 and 1956 include only the'timﬁér cut by state-operated enterpriges. :2/
The figure'for 1957 also understates ﬁhe outpuﬁ, but for a different reason. It is

a planned figure rather than the level of output actually achieved. 13/

The principal difference between my index and the Liu-Yeh index is in coverage.
i
|

The coverage of tobtal industrial production in both indexes is the same as the coverage

of industry and handicanfts as defined by the State Statistical Bureau. The State
Statistical Bureau divides this universe into the following categories:

Industry
Modern Industry
Factory Handicrafts
Handicrafts

Follo&ing the practice of the State Statistical Bureau, I have divided total

industrial production into industry and handicrafts, but Liu and Yeh have not. TInstead;
they have divided total industrial production into the categories of factories,
handicrafts, mining,; and gtilities. If a small amoun£ of handicraft mining is ignored,
factories, mining, end utilities correspond closely to the official category'of modern
indusﬁry; and handicrafts (as defined by Liu and Yeh) correspénds to the official
"categories of factory handicrafts and handicrafts.

- 20 .
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N

Another important difference is in the method of estimetion. I based my index
)
on & sample of commodities that I consider to be typical gf the commodities produced
by the various branchgs of industry. But Liu apd Yeh were forced to make estimates
for the entife output of industry, because they wanted to measure the level as well
as the trend. Théy made direct estimates for Ehose commodities that they could
identify but had to make indirect estimates for the rest. Although the actual
compubtation was a cgmplicated process, conceptually the method used to estimaté
value-added involved only four steps. ’The fi?st vas to adjust the official data on
the gross value of industrial output from the official classification system to the
system selected by the authors. The second step was to identify as much of the physical
\“

content of each category as possible. For this purpose, a commodity was considered to
be identified if both price and physical outfut were known or could be estimated.
The third step wés to divide the gross value of output for each category derived in

step one into "identified" and "unidentified" portions. The gross value of the

ldentified commodities was the sum of price times quantity, and the gross value of

» the unidentified commodities was the residual.

The‘fourth step was to estimate value-added. The value-added by the identified
commodities was estimated directly. Because no data on value-added were available
for 1952 or for any other year since l9h9, data from two Japanese studies of industry
in Northeast China in 1939 and 1943, respectivgly, were used. The value-added by the |
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wnidentified commodities, however, had to be estimated indirectly. These commodities
were considered to be those successfully identified in 1933 bub not identified for
1952 or later years. The estimates of value-added for the unidentified commodities
vere madevby applying the average ratioc of value-added to grosé value for all
unidentified commodities ;n 1933 to the gross vslue of the unidentified commodities
derived in step three on the assumption that this ratio had not changed. This
procedure means, in effec?,»that real value is attributed to the double counting
whicﬁ results from methodological deficiencies in the compilation of official data
on the gross value of'industrial output.

My index for the year 1957 is compared with the Chao and the Liu-Yeh indexes in
Table 5. There is substantial agreement between the three indexes for the growth of

‘

total industrial production, but the similarities in the éggregates conceal differences
in detail.. The rate of growth sho%n by my index for industry is considerably higher
than that shown by the Chao index and substantially lower than that shown by the Liu-
Yeh index. For handicrafts, the divergence is even wider, but the ranking of the
indexes is reversed: my index grows more slowly than the Chao index but faster than
the Liu-Yeh index.

Within industry, the branch showing the greatest divergence is the machine-building

_industry. The rate of growth shown by the Liu-Yeh index for the machine-building

) I
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industry is extremely high because it is based on the officially reported gross value
dats rather than on an independent calculation. The full extent of the differecnce
between my index and the Chao index for machine building is not shown by the index
numbers for 1957. In 1956, however, the Chao index is 351.3 whereas my index is only
282.0. The high rate of growthvshown by the Chao index for the year 1956 appears to
be the result of overwelghting merchant vessels and including a number of very
rapidly growing but relatively unimportant manufactured consumers goods.

For the years 1958-1959, the divergence between the three indexes for total
industrial production, for industry, aﬁd for handicrafts is greater than iﬁ the
earlier years. A detailed comparisbn of the indexes cannot be made easily; however,
because Chao does™ot present indexes by branch of industry and Eecause Liu and Yeh
leave géps in their estimates. Iiu and Yeh, for example, do not present data on the
machine—bui;ding industry for these years. If 1957 is taken as 100, the three

indexes for 1959 are:

Field Chao Liu-Yeh
Total industrial production 166.1 174.3 1h7.1
Industry : 173.3 189.6 156.8
Handicrafts . 121.1 . » 106.0 111.5
- 25 -
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A Comparison of Three Indexes of Chinege Industrial Production for 1957 25X1
1952=100
Chao a/ Liu-Yeh b/
Total industrial production 195.1 189.8 19h,2
Industry 208.8 195.9 2h0.2
Electric pover 266.4 " 266.4 265.9
Coal 195.6 197.7 194.0
Petroleun 3344 3344 334k
Ferrous metals A 386.5 353.7 354%.0
Nonferrous metals - 370.0 -
Metal processing 241.0 -- -
/ Machine‘buildi,ug 284 .1 271.5 hha.g
Chemical processing 312.9 3ik.2 277.3
Building materials - 239.8 241.8 269.3
Timber  252.9 199.6 -
Paper 2L5.6 2201 253.9
Textiles 153.2 136.7 - 138.6
Food 180.2 156.2 168.7
Handicrafts | 138.7 164.8 11k.0

&. Chao Kang, The Rate and Pattern of Indusirial Growth in Communist China, Ann Arbor,
1965, pp. 88 and 96.

b. Liu Ta-chung and Yeh Kung-chia, The Economy of the Chinese Mainland: National
Income and Economic Development, 1933-1959, Princeton, 1965, pp. 66, 146, 573, and 585.
The index of total industrial Production is derived from data on the value-added (in
1952 yuan) by industry and handicrafts, and the value-added by industry is derived
from data on factories, mining, and utilities. The indexes for electric power, coal,
and gﬁgkoleum are derived from the data on net value-added in Ibid., pb. 573 and 585.
The indexes for all other branches of industry are derived from the data on gross
value-added in Ibid., p. 146. Ferrous metals is the sum of pig iron, steel, and
rolled steel; building materials is the sum of cement, sheet glass, and other construc-
tion materials; textiles is the sum of cotton yarn, cotton cloth, silk, silk piece
goods, woolen textiles, grass cloth, and knitted goods; and food is the sum of sugar,
milled rice, wheat flour, edible vegetable oils, and cigarettes.

-26 -
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V. The Prospects for Industry During the Third Five Year Plan, 1966-1970

The progpects for industry in Communist China during the Third Five Year Plan
(1966-1970) are a matter of great concern, not only in China,bbut throughout the
Western world. The current ﬁolitical turmoil in China, however, makes any atﬁempt
to forecast the growth of industrial production oYer the next five yearg unusuwally
hazardous.

The current cultural revolution was not originally}planned for economic reasons.

“‘ -
Important documents such as the Decision of the Central Committee of the Chinese

Communist Party on the Great Proletarian Cultural Revolution Jl/ or the Communiqué

of the eleventh Plenary Session of the Central Committee 13/ (held on 1-12 August
1966) make only passing references to economic matters. But there aré already rumérs
to the effect that production has declined, at least in some enterprises, becguse of
the time and energy required of managers and vorkers alike for demonstrations, parades,
énd endless meetings to discuss the thought of Mao Tse-tung. J3]

Since early September 1966, the regime has been concerned with the impact of the

cultural revolution on production. The front-page editorial in Jen-min jih-pao on

September Tth stated that production must not be interrupted. Workers were instructed
to stay at their jobs, and the Red Guards were cautioned not to interfere. The

b a
frequency with which these themeshave heen repeated by national and provincial news
media indicates that the concern is genuine. Production has been sffected already,

- 27 -
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v

but it is not yet clear whether the cultural revolubion will spill over directly into
the field of economics. Statements such as the following have appeared frequently

in the Chinese press:

The unprecedented scale of the present great cultural revolution
necessarily presages a flying lezp in the development of our
Socialist revolution and a new great leap forward in Socialist
construction. 1/

Tﬁe tone of these staﬁements has lead to the speculation that the Third Five Year Plan
may be superseded Jjust as the Second Five Year Plan was superseded by the "leap forward."

If a new leap were in the making, one wouid expect to see drastic increases in
targets and production claims, and in fact, recent claims are strongly reminiscent of
those made in l95§\and 1959. For example, the claims that industrial production in
the first eight months of 1966 increased by 20 percent over the corresponding period
of last year and that the increase in the output of various industrial commodities
ranged from 40 percent to 200 percent ;2/ appear to be unreasonably high. But there
is, as yet, no evidence that targets have been raised.

On balance, it does not now appear likely that the Chinese Communists will attempt
a nev leap, but given the current political instability, it is not impossible. _If
they dia, however, it would be doomed to failure. Industrial production might spurt
ahead briefly, but any new leap would undoubtedly collapse. The collapse would be
worse than that of 1961-1962 because the Chinese do not have the cushion now that
they had in 1958 and +the population has increascd by some 100 million persons.

~ 28 =
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Industrial ﬁrodﬁction has increased at about 10 percent annually during the last
three years and has regained the leﬁel achieved in 1958, but even without s new "leap
forward" or the disruptions of the cultural revolution, the Chinese would not be
able to maintain such a high rate of growth. The increases in prodﬁction during
this period of readjust?ent have been based on the re-coployment of existing capacity.
Very little new capacity has been installed since the collapse of the "léap forward"
in 1960, and the margin for investment is small.

The chief determinants of the érowth ;n industrial production over the next few
years will be the menner in which the limited reéources available for investment and
defense are allocated and the berformance of esgriculture. If the limited resources
available, the scarce materials and skilled manpover, continue to be concentrated in
the weapons brogram, the output of heavy industry will expand only slowly.

Most of the capaciﬁy not now in production is concentrated in light industry,
especlally in textiles, but the failure of agricuitural production to keep up with
the increase in population means that agricglture will not be able to supply the raw
materials necessary for light industry. The output of industrial crops will continue
to be sacrificed in favor of food Crops. Continued veak performance of agriculture
will meaﬁ that light industry will not grovw rapidly and that the output of many light
industrial products probably will not reach their previous peak levels during the

Third Five Year Plan.
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In. su.mmary, the drain of the weapons program of heavy industry and the dependence
of light industry on agricultFLral raw materials would seem to Preclude a rapid rate
of growth during the Third Five Year Plan. Simply to regain the level of production
achieved in 1960 by the end of the Third Five Year Plan, industrial produc£ion will
heve to grow at a rate in excess of > percent annually. If the Chinese dq not
attempt a new leap, they_Aprobably can .mai.ntain a rate of growth of 5 percent and

: .

ma;y well regain the pfevious peak level of industrial production by 1970, but the

misguided ec{)nomic policies of the "leap forward" will have cost China a full decade's

industrial growth.
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Appendix A

Description of the Index

The index of industrial broduction in Communist China presented in this paper
was calculated Primarily from data on the physical output of final prdducts, although
some intermediate products were included where data on final products were not
available., These physical output series were weighted in threc stages to form the
indeges Tor the individual brancges of industry, the indexes for industry. and handicrafts,
énd the index fér total industrial production.

I. The Physical Output Data ’ B

Both the coverage ana the accuracy of the physical output data are more adeqﬁate for
the period of econvmic recovery (1949-1952) and the First Five Year Plan (1953-1957)
than for the "leap forward" (1958-1960) or for the recent reriod of readjustment
(1961-1965). The index for the earlier years was based on a sample of 33 commodities
produced by industrial enterprises and 8 commodities produced by handicrafts. These
'data were drawn primarily from official sources. It is believed that ﬁhese data are
reasonably accurate and that their coverage 1is sufficiently broad for index to be used
with confidence.
For the years 1958-1959, estimates were availsble for 25 commodities produced by
industrial enterprises and 6 commodities produced by handicraftsf Because of the
~deterioration inlthe quality of the items produced snd the tendency of official sources
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to exaggerate achievements in production during the "leap forward", published data

had been
were not accepted until they checked against other avalable information and
adjusted as necessary. Specifically, "backyard" production of steel was not included
in the physical output data, and the claims for production of coal were reduced to take
account of exaggeration in the official data and the low calorific value of the coal.
Althéugh allowances were made, there may still. be a small upward bias in the index for
this period.

S : L. 16)

For the years l960-l96j5 estimates were available for only 10 commodities,~and it

was not possible to separate the production of industrial enterprises from that of
handicrafts. Because these estimates are subject to a wider range of error than the
data for earlier years and because the size of the sample is greatly reduced, the
index for these years is less reliable than it is for the years before 1960. It
ghould be regarded as providing only a:gepéral: indication of the

"~ /trend in production.

II. The Construction of the Index

A. For the Years 1949-1959

Indexes showing the growth of production for individual branches of industry,
for industry and handicrafts, and for total industrial produttion during the years
1949-1959 are presented in Table §A . The construction of these indexes is described

below:

Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3



Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3

Table 6
Derivation of the Index of Industrial Producticn in Commmist China v

1949-59
1956

1956 Weights 1949 1920 1951 1952 1953 1954 1955 1956 1957 1958 1959

otal industrial production 100.00 . 27.17 34.35 45,62 56.06 70.15 80.18 80.69 100.00°  109.36  143.78  181.60
Industry 100.00 8Lk.79 21.84 29.00 h1.22 53.13 65.18 75.96 78.81> 100.00  111.00 1k9.81 19-2;!&
Electric power 2.18 25.96 27.42 34.65 43.76 55.4h1 66.30 73.80 100.00 116.56 165.91 250,12
Coal ' 12.26 29.25 38.71 47.87 59.98 62.85 75.46 88.37 100.00  117.29 179.85 23hk.51
Petroleun 0.92 10.40 17.20 26.23 37.49 53.48 67.84 83.06 100.00  125.37 19k.,67  318.14
Ferrous metals 5.96 3.73 12.24 21.28 3448 L. 2L 54.93 69.07 100.0¢  133.28 189.4k 26‘4.66
Metal processing 19.96 1k.83 21.76 35.28 43.80 51.1k 60.88 62.64 100.00  105.53 163.72 20h.2i
"Chemical processing 2.88 ‘ 9.38 16.27 28.94 38.1k 47.53 63.11 75.96 100.00  119.33 166.33 234.58
Building materials 9.82 10.34 22.06 38.95 Ly 75 0.6k 71.95 704k 100.00 107.30 1b45.k7  191.93
Timber 5.83 25.09 29.75 35.20 53,0l 83.32  105.88 100.11 100.00  13%.1hk  168.98  199.63
Paper 1.21 14.82  19.29  33.03 50,98  58.56  71.07  78.79  100.00 125.19 166.87 233.10
Textlles ' 21.10 2L.60 34.37 45.33 61.36 74.88 85.27 77.85 100.00 ok.00 116.92 148.69
Food 17.88 35.17 36.75 52.39 64,48 78.98 85.62 93.17 100.00  116.17 127.32  152.96
Handicrafts 15.21 56.87 6L.16 70.16 72.25 97.87 103.72  9l.22 "100.00 100.21 110.18 = 121.3%
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1. Industry

The index of produqtion for industry was §onstructed from Chinese data on
the physical output of 33 commoditie% produced by 11 branches of industry. Tﬁese
data were weighted in two stages. In the first stage the output series were grouped
by branch of industry end indexes were calculatedffggﬂgéEE/E;;55£E§§E§£§ESE%{ The
indexes for seven branches of industry -- electric power, coal, petroleum, ferrous

each

metals, building materials, timber, and paper -~ areApased on a single commodity. For‘
the electric power, coai, timber and paper industries, production is relatively
homogeneous, and a single output scries includes the entire production of the branch.
For the ferrous metals industry,.ﬁnly the output series for the production of rolled
steel was used. A}though data were availablg for the production of iron and‘manganese
ore, pig iron, and crude steel, these commodities wefe not included, because they
are intermediate products which are almost enti?ely consumed within the industry.
For the petroleum and the building materiais industries, the only commodities for
vwhich data were available afe crude oil and cement, respectively. The indexes for the_
remaining branches of industry -- mefal processing, chemical brocessing, textiles,
and food -- were based on g sample of the commodities produced by these branches
weighted by their respective prices.
Construction of the index for the metal processing industry presented s

epecial problem. The metal processing industry is divided into the machine building,
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the metal products, and the repailr subbranches, but the commodities for which output
data are available were all produced by the machine building subbranch. These
comnodities cannot be considered typical of the metal processing industry as a wvhole,
because machine building grev half again as fast as metal products and repair during
the First Five Year Plan.

For the years 1952—1957 the index for the metal processing industry was
constructed in two steps. First, an index for the machine building subbranch was
calculated fggm the physical output data, and, second, this index was adjusted for

. coverage on éhe basis of the reported. gross vaiue data for the machine building
subbranch and for the metal prdcessing industry as a whole. For the years 1949-1951
and 1958-59 this procedure could not be used, because the sample of physical output
data was restricted to a small number of products that grew much faster than wvas
typical of the machine building subbranch as a whole. For the years 1949-1951 the
index was computed by adjusting the official data to allow for the difference in the
rates of growth showing during the First Five Year Plan by the official index of
grosg value and the estimated index of value added. For the years 1958-1959 it was
assumed that production increased at one-half of the officially claimed rate of gro%th,
because the upward bias in the official data on the gross value of industrial production

increased markedly during the "leap forward".

- 36 -

Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3



- Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3

In the second stage of aggregation an index for industry as a whole was
obtained by combining +the indexes for the individugl branches. The welghts employed
for the aggregation of the branch indexes were estimates of the valueg added in 1956
that were computed from wage bill paid to workers employed in industry. The wage
bill was computed from data on average earnings and averageemployment. If data on the
wage bill had been availeble in sufficient detail, the value added per unit of output
could have beén used directly as the weight for each commodity, but these dats we;e
aveilable only for branches of industry, not for individual commodities.

" B. Hendicrafts

The index of handicraft productbion was constructed from Chinese data on

"
the physical output of 8 commodities. For the years 1949-1957 these data were weighteq
.by their respective prices. The years 1958 and 1959 presented a special problem
becausé tﬂe output data for coal and pig iron include the output produced by mass
_campaigns and are not comparable to the output data for the earlier years. For these
was constructed

years the ind?x was constructed in two steps. First, an index/?ased on the six
_commodities for vhich output data comparable to that for the earlier years are
evailable; ~ and second, this index was adjusted to allow for the

difference between its rate of growth and that showm by the full index of handicraft

- production described above.
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Derivation of-the Value-Added Weights for Industry and Handicrafts

Industry Handicrafts Total

Value-added in 1955
Million 1952 yuan a/ 15,266 3,170
Tndex (1956=100) b/ 78.81 91.22
Value-added in 1956 _
Million 1952 yuan ¢/ 19,371 3,475 ‘ 22,846
Welghts (percent) ' 8h. 79 4 15.21 100.09

&, Derived irom data on the net value of Total industrial production presented in
1i Hui-hung, Sung Chi-jen, and Wang Hua-hslen, "Our Views on the Classification of
Light and Heavy TIndustry," Tung-chi kung-tso (Statistical Work), No. 18, 1957, p. 15.

b. Table 6.

¢c. Value-added in 1955 divided by the index numbers.
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3. Total Industrial Producticn

Tn the third stage of aggregation the index of total industrial production
was obtained by combining the indexes for industry andvhandicrafts. An independent
estimate of the values added in industry and handicrafts could not be used as weights
because the data on the earnings of handicraft workers necessary to calculate the
veights were not available aﬁd could not be estimated. A separate estimate pf the
Yalues added by industry and handicrafts is presented in Table T . This estimate is
based on an adjustment of Chinese Communist date for the net value of total industrial
production in 1955.

B. For the Years 1960—1965AM

~,
The index of total industrial production for the years 1940-1965 is presented

“in Table 8 :.
The system of welghts used to calculate the indz2x for the years 1959-1959 was
not used for the years 1960—1965'because handicraft procuction could not be separated
from the production of industrial enterprises and beca%:: the number of physical
'cut?ut series for which estimates are available was gresily reduced. For example, no
complete output series is available for the meﬁal proca--ing industry and only a

single series is available for such important branches : 7 industry as textiles and food.
The_procedure'used was to weight the 10 series for whici. estimates of physical output are
available by their respective prices, and then to adjus’ the resulting index for the
difference betweeﬁ its rate of growth and that shown by ne index of total industrisl
produétion for.the years 1953-1957. The detalls of i, zdjustment are shown in Tab;e 8 .

_ -39 - :
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Table 8

Derivation of the Index of Industrial Production in Communist China, 1960-1965

1956=100
Year ' Sample Output Data a/ Totel Tndustrial Production b/ B
1959 197.34 . 181.60
1960 207.62 ;88.55
1961 138.9% ~ 12452
1962 123.96 109. 6k
1963 . 138.25 120.67
1964 156.62 | 13h.91
1965 173.65 147.63

a. Derived from the estimates of physical output presented in Appendix B.

b. Calculated from the formula:

[+ ok T
I;'; XJ"L x T

it @ I L=

where I represents the index of total industrial production, 1’ represents the index
computed from the sample output date, and o{ and § represent the average annual rates
of growth during the years 1953-1957 of the index of te2l industrial production and
- of the sample index, respectively. The value of the index of total industrial
production in 1959 is from Table 6, and the values of # and Q are 0.1430 and 0.1582,
respectively. (For a more complete description of this formula, see Norman M. Esplan,
and Richard H. Moorsteen, Indexes of Soviet Industrial Output, Santa Monica, 1960,

pp. 61-68.)

- Lo -
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completé statistical coverage, but at first it wa; effective only in those state

and Joint statg—private enterprises that were operated by the ministries of the

central government. The reporting system, nowever, was expanded gradually and included
mall industrial enterprises by the end of 1956.

The first annual communiqg§ of the State Statistical Bureaw was issued in 1953.

The data presented on the production of industrial commodities were for the state and
Joint state-private enterprises only and were given in the forﬁ of index numbers or
percentage incredses'rather than as absolute numbers. Indexes for the years l§h9-l952
were presented for 15 commodities and percentage increases in 1952 for an additional
15 commodities. In 195k, a gggggéiggé was issued for 1953 and the communiqué for 1952
was revised, bubt no absolute data on the production of industrial commodities were
.included.

The year 1955 emerges as a turning point in the quantity and quality of statistical
data produced. The 1954 EQEEEEEEHQ of the State Statistical Bure;u (published in 1955)
still presented pro@uction clai@s in the form of percentage incfeases, but a short
statlistical abstract was published for the first time. This abstract contained
absolute data on the, production of'lh industrial commodities for the pre-Communist peak

year, for 1949, and for 1952-1954. And finally, the First Five Year Plan for Develop-

ment of the National Economy of the People's Republic of China waé published in

Avgust 1955. The plan contained data on the production of U6 industrial commodities,

- Lo .
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the largest number to ve included in any sinzle ssurca. These data were on production
in 1952 and targets for 1957. Annual Egggpniqués and statistical abstractsvfor 1955
and 1956 were also published in 1956 and 1957, respectively.

In the period of the "leap forward" (1956-1960}, xeliable'statistics continued‘
to be published for the years through 1957. The two mrst reliasble sources of
information 5n industrial production in Cqmmunist Chinz were both published during
this period. They are:

State Statistical Bureau, Industrial Statisties
kang-t'ieh tien-li mei-t'an chi-hsieh fang-chi: tsao-chill kung-yeh

ti chih-hsi (Chinese Tron and Steel, Electric :ower, Coal, Machinery,
Textile, and Paper Industries -- Past and Prez.:t), Peiping, 1958; and

Section, Wo-kuo

State Btatistical Bureau, Wei-ta ti shih—n}gg.(gge Ten Great Years),
Peiping, 1959.

The data released “or the y?ars 1958-1960, however, are aot of the same quality as
.those released for the earlier years, and after 1958 the number of commodities for
which data are available decreased rapidly. Targets and claims were doubled and
redoubled, and the date for this period had to be discousted heavily in important
cases.

Since the 2nd Session of the 2nd National People's Cengress met in April 1960,
.nd significant body of statistical data has beeﬁ publishel. The regime admitted in
December 1960 that major light industrial commodities whieh depend on agriculture for

raw materials, such as cotton textiles, vegetable oils, wm:gar, and cigarettes, would

- W3 .

Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3



Approved For Release 2005/05/16 : CIA-RDP79T01049A003300100001-3

fall short of their targets for the year, but claimed that targets for heavy industrial
commodities would be overfulfilled, and that industrial production on the whole had
continued its leap forward. ctual data, however, were not released.

In the period of recdvery and readjustment (1961-1965), data on industrial produc-

tion were extremely scarce. The single most important source of information during
this period was Chou Fn-lai's speech to the 1lst Session of the 3rd National People's

Congress on December 21-22, 1964, In this speech, Chou claimed that the output of
R major indvstrial commodities —

{
Asteel, petroleum, chemical fertilizers, cement, motor vehicles, cotton yarn, sugar,
; .

and cigarettes/.\all increased by at least 20 percent over the level of 1963. These

by the Chirese Conmunist regime. The estimates for individual industrial commodities
vary considerably, but they all present a picture of collapse foliowed by gradual
recovery.

- bk -
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The Soviet Union has also started to pyblish its estimates of the output of
industrial commodities in Communist China. Since the Sino-Soviet dispute, Soviet
authors no longer have the benefit of special access to Chinese sources, but their
estlmates are useful because they are derived independently. The Soviet estimates
show the same pattern of collapse and recovery shown by the estimates of Western
scholars. Both the Soviet and the Western estimates are reproduced in Appendix C.

No volume on the Third Five Year Plan (1966-1970) had been published as of
October 1966. No base figures for 1965 or taféets for 1970 have been released, and
there have not even been references to the percentage increases planned for the five
year perlod. On October 1, 1966, ﬁowever, it was claimed that industrial productioﬁ
_in the first eight months of 1966 inc?eased by 20 percent over the corresponding period
of last year and that the increase in the output of yarious industrial commodities
%anged from 40 to 200 percent. These claims, in some vays reminiscent of those made
during the "leap forward", appear to be unreasonably high, but cannot be evaluated

until a larger body of data has been collected.
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Appendix C

Alternative Estimates of Physical Output

1957-1965

- U6 -
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Alternative Estimstes of Physical Output

1957-1565 . ] . )
1957 1958 1959 1960 1961 1962 1963 196k 195
ectric pover (million kwh)
af . 19,340 27,500 43,500 47,000 31,000 30,000 33,000 36,000 40,000
Scene b/ 19,300 27,500 7,000 30,000 31,000 32,000
ent of State ¢/ - 40,000
Soviet Encyclopsdia e/ 19,340 41,500 55,000
joviet Handbook £/ 37,560
"5 estima 19,340 27,530 41,500 47,000 31,000 30,000 33,000 36,000 40,000
ent Scene b/ 130,000 270,000 425,000 190,000-200,000 210,000 220,000
ment of State c¢f 230,000
lopedia e/ 130,000 347,800 209,000
. Handbook £/ ' 265,000
i 347,800 420,000 250,000 250,000 270,000 290,000
vls estimate 130,730 226,400 292,400 325,000 180,000 180,000 190,000 200,000 210,000
sde oii (thousand mt)
ne v/ ’ 1,450 2,260 I, 500 5,300 5,900 6,000-7,000
of State ¢f 8,000
riet Eneyclopedia ef 1,450 3,700 8,Lk00
oviet Handbook £/ 6,500
¢ 3,700 5,500 6,200 6,800 7,500 8,500
uthor's estimate 1,460 2,260 3,700 4,500 1,500 5,300 5,900 7,000 . 8,000
ude steel {thousand mt)
rican Iron and Steel Institute h/ 13,350 18,450 12,000 7,300 7,500 _
rent Scere b/ 5,350.. 8,000 18,450 7,000~8,000 7,000-9,000 8,000-10,000
tment of State cf 11,000
ov &/ ) 10,000
t Encyclopedia e/ 5,350 13,350 9,500
Handtook £/ 9,500
T 13,350 18,L50 2,500 10,000 12,000 14,000
futhor's estimate 5,350 8,000 10,990 15,220 12,000 8,000 9,000 10,000 ) 11,000
- 47 -
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1957 1958 1959 1960 1961 1962 1963 1964 1555

‘hemical fertilizer (thousand mt) .

Current Scene b/ 800 1,2k0 2,480 2,120 2,800~3,000 3,%00-3,800

Liu i 871 1,462 L7777 2,000 1,447 2,170 2,916

Wu, et.al. i/ 76k o84 1,333 1,675 1,431 2,050 2,600

Author's estimate 8c3 1,354 2,000 2,480 1,450 2,120 3,000 3,600 4,600
‘ement {thousand mt)

Current Scene b/ 6,860 9,300 13,500 6,000 7,000 8,000

Soviet Lncyclopedia ef 6,860 12,300 11,500

Soviet Handbook T/ 7,500

Weng g . 12,270 13,500 8,000 8,000 10,000 10,500

futhor's estimate 6,860 9,300 12,270 13,500 6,000 6,000 7,000 8,000 9,000
vinber (thousand cubic m.)

Teod and Agricultural Orgenization k/ 32,000 3k4,000

Richardson 1/ 28,000 35,000 40,000 39,000 34,000 29,000

Author's estimate 27,870 35,000 41,200 33,000 27,000 29,000 32,000 3k, 000 36,000
“zper (thousand mt) ,

Food and Agricultural Orgenization k/ 2,130 2,800 2,600 2,700 2,850

Author's estimate 1,221 1,630 2,130 2,130 1,000 1,000 1,100 1,500 1,500
lotton cloth (million linear m.)

Current, Scene b/ 5,000 5,700 7,600 3,000-3, 300 3,300-3,600 L4,000~4,500 -

Author's estinmate 5,050 5,700 7,500 6,000 3,000 3,000 3,300 3,600 3,900

car (thousand mt)

Current Scene b/ ‘ T40 1,050

international Sugar Council m/ 1,260 1,260 1,200 1,300 1,300 1,840

Author's estimate 86k 900 1,130 920 700 480 540 1,100 1,500

248 -
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Table 9 (Continued)

a. John Ashton, "Development of Flectric Energy Resources in Communist China,"

1966. Paper contributed to the Joint Economic Commitice.

b. '"Decision for an 'Upsurge'," editor, Current Scene, Vol. III, No. 17, April 15, 1965.

c. U.S. Department of State, Indicators of Comparative Fast-West Economic Strength,
1965, October 11, 1966.

d. F. Fedorov, "The Chinese People's National Holiday," Izvestiya (News), October 2,
1966.

€. USSR, Yezhegodnik bol'shoy sovetskoy entsiklopedii: 1965 (1965 Yearbook of the
Great Soviet Encyclopedia), Moscow, 1965, p. 253.

f. USSR, Academy of Sciences, Institute of World Econcmics and Internaﬁional Relations,
Mirovaya ekonomika; kratiy spravochnik (World Economy; A Short Handbook ), 2nd edition,
Moscow, 1965, pp. 28-29. ‘

g. K.P. Waﬁg, "The Mineral Industry of Mainland China," Minerals Yearbook, US Bureau
of the Mines, 1963 and 196k,

h. American Iron and Steel Institute, Foreign Trade Trends; Iroﬁ and Steel, New
York, 196k, -

1. Jung-chao Liu, "Fertilizer Application in Communist China," The China Quarterly,
October-December 1965.

J+ Yuan-1i Wu, Francis P. Hoeber, and Mabel M. Rockwell, The Economic Potential of
Communist China, Vol. 3, 196k, p. 3h.

k. UN, Food and Agriculture‘Organization, Yearbook of Forvest Products Statistics,
1961, 1962, 1963, 1964, and 1965.

1. S.D. Richardson, Forestry in Communist China, Baltimore, 1966, p. 166.

m. International Sugar Council, Statistical Bulletin, July 1965.

7.;
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~ Table 9 (Continued)

a. John Ashton, "Development of Electric Energy Resources in Communist China,”

1966. Paper contributed to the Joint Economic Committee.

b. '"Decision for an 'Upsurge'," editor,.Current Scene, Vol. III, No. 17, April 15, 1965.

¢. U.S. Department of State, Indicators of Comparative East—ngz;ggggggigmﬁzgggggﬁ,
1965, October 11, 1966.

d. F. Fedorov, "The Chinese People's National Holiday," Izvestiya (News), October 2,
1966.

e. USSR, Yezhegodnik bol'shoy sovetskoy entsiklopedii: 1965 {1965 Yearbook of the
Great Soviel Encyclopedia), Moscow, 1965, p. 283.

f. USSR, Academy of Sciences, Institute of World Economics and International Relations,
Mirovays ekonomika; kratiy spravochnik (World Economy; A Short Handbook), 2nd edition,
Moscow, 1965, pp. 28-29.

g. K.P. Vang, "The Mineral Industry of Mainland China," Minerals Yearbook, US Bureau
of the Mines, 1963 and 196k.

h. American Iron and Steel Institute, Foreign Trade Trends; Iron and Steel, New
York, 196k.

i. Jung-chao Liu, "Fertilizer Application in Communist China,"” The China Quarterly,

October-December 1965,
\Q

J. Yuan-li Wu, Francis P. Hoeber, and Mabel M. Rockwell, The Economic Potential of

Communist China, Vol. 3, 1964k, p. 3h.

- k. UN, Food and Agriculture Organization, Yearbook of Forrest Products Statistics,

1961, 1962, 1963, 1964, and 1965.

1. 8.D. Richardson, Forestry in Communist China, Baltimore, 1966, p. 166.

m. International Sugar Council, Statistical Bulletin, July 1965.

v
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Appendix D

Indexes of Industrial Production for Selected Countries,

Prewar, and 1949-1965

- 50 -
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Table 10

Indexes of Industrial Production for Selected Countrlcu,
Prewar, and 1949-1965

1956=100
Soviet Union a/ Jupan b/ Communist China c/ India d/
Prevar e/ 36.1 6.6 37.1 58
1949 46.8 32.5 27.2 67
1950 53.6 . 39.4 34.3 T 66
1951 61.3 53.8 I5.6 Th
1952 67.1. 57.7 56.1 76
1953 73.8 69.7 70.2 T8
1954 - 82.1 5.5 80.2 83
1955 91.3 1.7 . 80.7 92
1956 100.0 100.0 100.0 100
1957 109.1 116.3 109.4 10k
1958 119.8 11h.7 143.8 107
1959 132.0 137.5 181.6 117
1960 1h2.2 171.2 188.5 130
1961, 153.5 20h.3 12k.5 139
1962 166.0 221.1. 109.6 150
192{3L ! 1;7 . 2 2313; . g 120.7 164
19 : 189, 28L, ) . 13hk.9 175
STATINTL 1565 - ; 203.3 298.1 . 147.6 18k
Cal | ['Soviet Industry Trends in Output, Inputs, and Productivity,"

Joint hconcmic Committee of the U.S. Congress, New Directions in the Soviet Economy,
Washington, 1966, p. 280, except for the prewar year. The index selected is the
aggregate industrial production with the growth in the gross value of output of machine
building and metal working discounted by 20 percent. For the prewar year, [::;:;:::::]
index was linked with the index in Norman M. Keplan and Richard H. Moorsteen, Indexes
of Soviet Industrial Output, Sante. Monlca, 1960, p. 235.

.b. The Bank of Japan, Economic statistics of Japan, 196k, Tokyo, 1965; and Office of
the Prime Minister, Bureau of statistics, Monthly Statistics of Japan, August, 1966.

c¢. Appendix A, except for the prewar year. For the prewar year, I linked my index
with the index in Liu Ta-chung and Yeh Kung-chia, The Economy of the Chinese Mainland:
National Tncome and Economic Development, 1933-1959, Princeton, 1965, p. 66.

d. United Nations, 1953 Statistical Yearbook; India, Ministry of Flnance, India; Focket
Book of Economic Information, Delhi, 1064 and 1965; Indian Institute of Public O Opinion,
Monthly Commentary on Indian Economic Conditions, September 1966 . 22.

e. The year 1s 1937, except for Communist China. The year for China is 1933.

STATINTL
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Notes and Sources

First Pive Year Plan for Development of the National Economy of thg_fgople'g

Republic of China, Peiping, 1956, p. 13.

State Statistical Bureau, "Communiqué on Fulfillment and Overfulfillment of
China's Fifst Five Year Plan," New China News Agency, April 13, 1959; in

American Consulate General, Hong Kong, Current Background, No. 556, April 15,

1959, p. 3.
Derived by subtracting the number of projects reported for the years 1953-1957
in ITbid. from the number reported for the years 1953-1958 in State Statistical

Bureau, Ten Great Years, Peiping, 1960, p. 67.

"Rapid Growth of China's Chemical Industry," Jen-min jih-pao (People's Daily),
Séptemﬁer 25, 196k,

Chao Keng, The Rate and Pattern of Industrial. Growth in Communist China, Ann

Arbor, 1965.

Liu Ta-ching and Yeh Kung-chia, The Economic Development of the Chinese Mainland:

National Income and Economic Development, 1933-1959, Princeton, 1965.

"Daily-use commodities™ does not appear to be an officially designafed branch of
Industry, because it is nét listed in any published version of the Chinese
Comnunist industrial classificatbion system. When the Chinese discuss consumer
goods, however, they frequently divide them into commodities to eat, commodities
to wear, and commodities to use, and this last category is referred +to as Jih-
yung-p'ing (commodities for daily use). But each of the 11 groups included in

this category by Chao I-wen in Hsin chung-kuo ti kung-yeh (The Industry of New

China), Peiping, 1957, corresponds to a branch or subbranch listed in the 1956

Abridged Classification of Industrial Branches (see State Statistical Bureau,

Kung-yeh t'ung-chi-hstleh chiang-i [Iectures on the Study of Industrial Statistics/,

Peiping, 1958, pp. 32-35). This identification of the groups means that
"eomnodities for daily use" is not a separéte branch of industry, but merely s,

convenient way to refer to those consumer goods that are neither eaten nor worn.
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15.

16.
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First Five Year Plan for Development of the National Economy of the People's

Republic of China, Peiping, 1956, p. k9.

Chao cites Li Choh-ming, Economlc Development of Communist China, Berkeley, 1952,

p. bh, but a Chinese source indicates that the figures refer only to state-
operated enterprises. See State Statistical Bureau, "Kuoc-min ching-chi t'ung-
chi t'i-yao" ("Statistical Abstract of the National Economy"), appended to the

pamphlet Kuan-ylU 1956 nien-tu kuo-min ching-~chi chi-hua chih-hsing chieh-kuo

t1 kung-pao (Communique on Results of Implementation of the 1956 Economic Plan),

released August 1, 1957, Peiping, no publication date, pp. 32-33.

Chao cites Chao I-wen, Hsin ching- kuo t1 kung-yeh (New China's Industry), Peiping,

1957, P 52 but the figure orlglnally appeared in the First Five Year Plan.

Jen-min jih-pao (People's Daily), August 9, 1966.

Jen-min jih-pao (People's Daily), August 1k, 1966.

On October 17, 1966, for example, Tass reported that the output of cotton cloth at
the Number l}Textile Mill in Peiping had dropped by 360,000 meters a month because
of activities undertaken in connection with the cultural revolution. The loss
was attributed specificaily to absentecism by members of the Red Guard, who
constituted over one-third of the workers at the mill.

Jen-min jih-pao (People's Daily), June 8, 1966.

New China News Agency, International Broadcast, Septenber 30, 1966,

For estimates of the physical output of these commodltles, see Appendix C.
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